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Events like great wars can hardly be financed out of 
ordinary revenues, for revenues are probably so arranged as 
to yield an income somewhere in the neighborhood of ordinary 
expenditures. Borrowing for such purposes used to be looked 
at askance, and was considered only as a last resort. It 
~ 
1. 
might seem poor policy for a government to borrow money when 
prices are high and pay it back when low prices prevail, for 
values are then changed and the same amount of money repre-
sents different values, but, although governments should not 
borrow for ordinary expenditures, it is now realized ·that 
borrowing in times of unusual events is a desirable and an 
efficacious way of obtaining money. It has the advantage of 
obtaining money quickly in times of stringency, whereas a new 
tax system, if it were introduced, would need time for growth. 
Furthermore, it has the advantage of so obtaining money that 
the tax-payers do not feel burdened, as would probably be the 
case with extra taxation. 
Congress has extensive borrowing power. 11 It may borrow 
for any purpose, at any time, from any source, and without 
making provision for repayment at all. This is a sweeping 
power, but necessarily so in view of the emergencies which 
may arise. 11 * 
A public debt is not necessarily a sign of weakness in 
a government. It may be created in order to finance great 
undertakings, like the construction of the Panama Canal. 
* lf.unro: The Government of the United states--page 244 
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If the expenses of this Canal had been borne by the tax-
payers of the time in which it was built, the burden 
would probably have been great. Such an undertaking should 
be so financed tha t the payment will run over a number of 
years, without going so far a s to burden future genera-
tions greatly with debts of the past. If the cost of a 
great war were placed on the tax-payers of the war period, 
the resulting economic conditions would be such as to be 
an encumbrance to production, and the nation's military 
resources would be damaged thereby. 
Our national debt began with the indebtedness incurred 
in the Revolutionary War. In 1789, the new Government 
took over fro m the Confederation a debt of about eighty 
millions. This debt was of three kinds, the Confederation 
debt held abroad, the Confederation debt held at ho~e, ald 
the debts of the individual States. 
In the Revolution there was not a definite and system-
atic plan of getting money, but rather, a haphazard manner 
was used. In 1795, according to Alexander Hamilton, who 
was Secretary of the Treasury from 1789 to 1795, the public 
debt, not including loans which were only temporary, in 
anticipation of revenue, was $77,496,468.* This debt was 
taken care of by a sinking fund plan which was modified 
while Gallatin was Secretary of the Treasury. 
* Fisk: Cur Public Debt--page 4 
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In 1801, the debt was slightly less than eighty 
million dollars. The Louisiana Purchase was made in 
1803, the price being $11,250,000, together with the 
taking over of claims of Americans against France to 
the amount of $3,750,000. To finance this, Secretary 
Gallatin suggested the issue of $11,260,000 6% stock, 
which would be redeemable after fifteen years in four 
yearly payments. So great were revenues and so econ-
omically was money expended that the money from the 
sale of this stock, plus ready money, was sufficient 
for the purchase without necessitating a temporary 
loan or the levying of more taxes. 
From 1801 to 1812 the reduction in the debt was 
tremendous. I t was reduced by $38,000,000 in those 
years, regardless of the fact that internal taxes and 
the tax on salt were stopped, and that the Louisiana 
Purchase was made during this period.* 
In spite of the fact that for some time the coming 
of war had seemed likely, the United States entered the 
War of 1812 without a good plan for carrying on its 
finances. Albert Gallatin, Secretary of the Treasury, 
advocated the use of loans as the principal means of 
* Dewey: Financial History of the United States--page 124 
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financing the war. He wished taxes increased only 
enough to meet peace expenditures, and the interest 
on the loans, both those already outstanding and any 
which might be made in the future. Congress was 
unwilling to increase taxes at s ll, although conditions 
were such that it seems a s though increased revenue 
from taxation was desirable. The plan of offering 
loans was used, and the first loan was successful. 
But succeeding loans did not fare ao well: it was 
a hard tas k to carr y them out. ~he Eastern States, 
which were opposed to Jefferson's plans of embargo 
and non-intercourse, refused to co-operate, and the 
loans did not go very well there, especially in New 
England. Loans were usually made at a di s count, to 
such an extent that in 1830 it was estimated that the 
Treasury received in specie only ~24,000,000 out of 
over $80,000,000 loans.* The issue of treasury notes 
was resorted to, and the total amount of these issued 
by the different acts was ~36,6 80,794**, and it is 
probable that, had the War gone on longer, they would 
have been issued to such an extent that there would 
have resulted a situation similar to the one during 
the Revolution, when bills of credit were issued. 
* Dewey: 
** Dewey: 
Financial History of the United States--
page 134. 
Financial History of the United States--
page 136. 
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The debt actually outstanding in the hands of 
the public December 31, 1815, was $127,042,341 which 
was the highest mark from the beginning of the Gov-
ernment to the Civil War. From 1816 onward, our 
public debt was greatly reduced. Between 1836 and 1861, 
the United st ~ tes, alone of the great powers, was 
without a national debt of any great size.* 
~he cost ~f the r~xican War, which started in 
~ay, 1846, was $63,605,621, $49,000,000 of which 
represented the debt incurred by the issue of bonds 
and notes, while the remainder, $14,605,621, was 
taken care of out of revenue. The loans offered 
were successful, in contrast to those offered dur-
ing t he War of 1812, but it s eems that this success 
was due, not so much to the increased ability of the 
administration, as to the greater wealth of the 
nation and to the increase in its credit.~* 
Between 1835 and the Civil War, we re ~ ched out 
largest debt on July 1, 1651: This a mounted to 
$68,304,796. 
The cost of the Civil Wa s was about $3 ,500, COO,COO 
and the problem of financing this undertaking was a 
vexatious one. Various loans were resorted to: 
* Munro: 
** Dewey: 
The Government of the United St 9. tes--
page 234 
Financial Bistory of the United States--
page 255 
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$500,000,000 bonds were authorized in February, 1862, 
and, up to December, 1862, but $23 ,750,000 had been 
sold; in March, 1864, $200,000,000 bonds were autho-
rized, but up to June 30, 1864, only $73, 337,000 had 
been sold.* However, in 186Z the Treasury was suc-
cessful in t he sale of the bonds authorized in 
February, 1862, or the so-called five-twenty bonds. 
In Augus t, 1865, the net debt amounted to 
$2,756,431,571, and it may be seen that this is quite 
a substantial increase over that given as of December 
31, 1815. The payment of this debt began when the 
war ended, revenues poured in, and the net debt was 
reduced every year between 1865 and 1893.** 
About the ye ar 1877, the Government had such a 
surplus on hand that it was able to retire all such 
bonds as it was entitled to call in, and then, in 
ad dition, it went into the market and bought bo~ds 
there. 
The Sherman Act of 1890 required the Secretary 
of the Treasury to purchase 4,500,0CO ounces of silver 
bullion, payment to be made in legal tender notes. 
According to the workings of Gre 8ham's Law, and also 
* Dewey: Financial History of the United States--
page 313 
** By net debt is meant the debt minus the cash in the 
Treasury. 
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because of the deficit in the Treasury, gold was now 
being driven out of circulation, and bonds were s old 
in an effort to replenish t he Trea sury. 
The plan for financing the Spanish War, which 
broke out in 1B9e, was a combination of taxation and 
an issue of bonds. The f a ct that the excise t ax was 
in opera tion was a s ource of great aid to the Govern-
ment, a source which had been lacking during part of 
the Civil War. 
By the act of June 12 , 1898, giving authority to 
bor row, z% bonds were s old to the amount of ~200,000,000 . 
This loan was placed within reach of many by offering 
bonds of as low a denomi nation as $20, and the loan was 
a great success. This succes s i s attributed partly to 
patriotism and partly to the de s ire of the national 
banks to secure bond s for the purpose of circulating 
their bank notes. 
Because of nlarge surplus revenues", after the war, 
the Secretary tried to buy bonds for cancellation, and 
was able to obta in less than $20,000,000 worth of bonds 
at a reasonable price. 
According to the act of March 4, 1900, certain 3%, 
4% and 5% bonds were to be refunded, subject to certain 
terms, into 2% thirty-year bonds. These were exempt 
6 
from all taxes or duties, national, St ::t te, municipal 
and local. 
In 1902 and again in 1909, two and three per cent 
bonds were authorized for a sum not gre ater than 
$3 75,200,980, so that the Treasury might be reimbursed 
for expenditures, past ~nd present, for the Panama 
Canal. ~he expenditures for this Cana l have been en-
ormous, having reached the figure of $439,809,601 by 
June 20, 1918. 
By April 1, 1917, the net debt of the United States 
was $1,207,827,886 or $11.59 per capita.* During the 
War it increased tremendously, reaching $25,635,01 3 ,444.12 
at the end of the fiscal year, June 30 , 1919, and by June 
30, 1923 , it had gone down , but s till a mounted to 
$22, 349,687,757.84. 
The following table shows the debt of .the United 
States after different wars.** Per Ca:eit~ 
~18 ob 
* 
** 
Revolutionary War 
War of 1812 
Mexican War (and pay-
ment of Texas indemnity ) 
Civil War 
World War 
$ 76,781,953 
127,041,341 
68, 304,796 
_2,844,649,616 
25,635,013,444.12 
Fisk: Our Public Debt -- page 54 
'ftl • 
14.64 
2.84 
81.58 
239.56 
All figures except thos e for World War taken from 
Fisk: "Our National Debtn page 63 • I have 
calculated the per capita after the World War (1919) 
using 107,000,000 as a round number for the 
population. 
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In 1914, the ye a r of the beginning of the European 
War, the net available receipts of the government, de-
rived fro m such s ources a s customs and internal revenue 
(including the old excises and the new corporat ion and 
income taxes) were $734,673 ,166 .71. The disbursements 
(including Legi s la tiv~. Executive, Militar~ , Naval 
expenses Interes t on the Public Debt, and Pens ions) 
were $700,254,469.71. Thus, the exce s s of receipts 
over expenditures was $34,418 ,677. 
The public debt at the end of the fiscal year, 
June ZO, 1914 comprised the following issues: 
Loan of 1925 4'* !•' $118,489, 900 
Loan of l £108-18 3% 63,945,460 
Cons ols of 1930 2% 646,250,150 
Panama Canal Loan 2% 84,6 31,980 
Panama <Canal Loan 3% 50,000,000 
Postal Savings Bonds 2Mb 4.6351820 
Total Intere s t Bearing Debt $967,953, 310 
In addition to thi s there wa s a debt on which 
intere s t had ceased : this amounted to 31,552,560.26. 
Also there wa s a debt amounting to $368,729,529.90, 
bearing no interest, and consi s ting largely of the 
issues of greenbacks. The total debt wa s thus 
$1,338, 325,400 .16. 
.-
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In his report for the year ending June 30, 1915, 
the Secretary of the Treasury commented upon the great 
help which the Federal Reserve System has been to 
this country. By an act of October 22, 19141 the duty 
on fermented liquors was increased, special taxes 
were imposed on bankers and brokers, stamp taxes 
were brought back, and other small changes made in 
the internal revenue. This act was to be in effect 
only until the end of the year 1915. 
The receipts for 1915 were $697,910,827.57. 
showing an increase in internal revenue of 
$35,628,638.70, and an increase in customs duties 
of ~82,533,342.30. The disbursements to be set over 
against these receipts were :; 731,399, 759.11, showing 
an increase in civil and miEcellaneous accounts, 
naval establishments, Indian service, and interest 
on the public debt1 while a decrease of $549.712.47 
was shown in military establishment. It seems more 
natural that military expenditures should have in-
creased in this year, but my opinion as to the de-
crease) is that possibly the Government, in the first 
part of the European War, made more elaborate pre-
parations for possible entrance into it, than in 
1915, when perhaps we had cooled down, having gone 
on for some time without entering the war. 
11 
The public debt for this year, · 1915, amounted to 
$1,244,241,104.16. This shows a small increase of 
$5,915,704 over that of 1914. The new item· entering 
into the debt this year was Postal Savings Bonds, 
$1,805,780, and, also, there was an increase in 
National Bank Notes to the extent of $4,247,457. This 
was offset, to s ome extent, by a decrease in Matured 
Loans and in Fractional Currency. 
In 1916, the receipts were $779,664,552.49, an 
increase being shown in customs to the amount of 
$3 ,399,173.42, and an increase in internal revenue of 
$97,032,382.78. Although customs actually increased 
over those of 1915, they were not, nevertheless, as 
great as they might have been, for those countries 
from which came our imports were, to a great extent, 
engaged in the war, and this reacted against our 
cus toms. Disbursements amounted to $724,492,996.90. 
In the Treasury Report for this year, 1916, there 
was the following statement: "The increasing activi-
ties of the government and the larger program of 
national defence and preparedness will undoubtedly 
carry the expenditures upwards by leaps and bounds." * 
* Treasury Report, 1916 ---page 262. 
12 
A strong bulwark of defense in this country was 
desirable and advis able, even though we might not have 
entered the w~r. for it would have been lamentable if 
we had been a victim of "unpreparedness. " On June 3 , 
1916, there wa s enacte d the National Defens e Law which 
demanded great sums of money to be appropriated. Othe.r 
expenditures were thos e for the s ending of soldiers 
across into Mexico in the summer of 1916, and also for 
the future expenses of the new Shipping Board. In 
order to finance these, the War Revenue Act of 1914 was 
extended, a duty wa s kept on sugar, an article ~hich 
had been declared tree under the Underwood Tariff Act 
of 1913; and by the a ct of September 9, 1916, new 
t~xe s were placed: there was an increase in the in-
come tax, a progressive tax was laid on inheritance, 
and a temporary excise t ax wa s levied on the net 
profits of munitions manufacturers. * 
The public debt for the year ending June Z·O, 1916 
was $1, 378,124,593.16. Comparing this with the figures 
for 1915, we find an increase of $33 ,862,489. While 
this increase is not s o small as to appe a r trifling, 
it ·will fade into insignificance when compared with the 
increases brought about by our entrance into the 
* Dewey: Financial History of the United States--page s 494-495 
~-
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European War. The new items entering into this debt 
were $5,900,600 of Conversion Bonds, and $4,390,000 
of one year Treasury notes, both of which had been 
authorized under the Federal Reserve Act. In addition 
there was an increase in the amount of Postal Savings 
Bonds. 
From the day we entered the Great War, on April 
6, 1917, our expenditures increased rapidly. But such 
was the condition of our financial administration, 
that we were able to meet these demands with far 
greater ease than we would have been if we had not 
introduced some new measures into our financial system 
in years just previous to 1917. The Federal Reserve 
System had been established in 1912, and it proved 
extremely helpful in the work of floating the Govern-
ment loans, and in taking care of our credit system. 
Furthermore, the income tax and the corporation tax 
were extremely helpful. 
But such a stupendous undertaking as this could 
hardly be carried on without the aid of borrowing, so 
the following method was used: Certificates of 
indebtedness were issued in anticipation (1) of 
revenue from taxation and (2) of the sale of Liberty 
Bonds. These certificates, with interest from 3% to 
4t,%, issued to get funds temporarily, were divided 
14 
among the twelve Federal Reserve districts • . Then, 
when the money was received from t axation, or from 
the s a le of Liberty Bonds, the money given by the 
banks for these certificates wg s repaid. 
The amounts of these certifica tes were as follows: 
$868,205,000 were issued in anticipation of the First 
Liberty Loan, $2,320,493,000 in an t icipation of the 
Second Liberty Loan, $3,012, 085,500 in anticipation of 
the Third Liberty Loan, $4,659,820,0CO in anticipation 
of the Fourth Liberty Loan, and $6,157,589,500 in 
anticipation of the Victory Loan.* 
During the year ending June 30, 1917, the receipts 
were $1,118,174,126.43 and the disbursements 
$1,147,898,991.16, the excess of disbursements over 
receipts being $29,724,864.73. During the year receipts 
from customs increas ed $12,776,547.75, and those from 
internal revenue increased $296,664,178.95, very great 
. 
increases being shown in income and corpor~tion taxes. 
Expenditures in Military 3stablishment item increased 
from $164,635.576.67 to $4319905,891.36, and in the 
Naval ::t.:stablishment item from ;~155, 029,425.78 to 
$257,166,437.44. 
Since we now needed to obtain funds through bor-
rowing, the First Liberty Loan was inaugurated. Our 
*Fisk: rur Public Debt--page 58. Note ·: 'Phe last figure 
was taken from the Treasury Report of 1919 
• • 
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Treasury Balance was getting ~ow · before we entered 
the war--on January 2, 1917, it was ipll3, 59 7, 985, and 
on March 15, 1917, it was only $52,951,594. On March 
31, 1917, $5o,oo6,ooo was borrowed from the Federal 
Reserve Banks in anticipation of income taxes, the 
method used being that of issuing certiflcates of 
indebtedness.* 
According to the act approved on April 24, 1917, 
there wa s authorized an issue of bonds to the amount 
of $5,000,000,000. Of this amount $3,000,000,000 was 
authorized for the buying of obligations of govern-
ments engaged in the conflict with Germany. The first 
certificates of indebtedness in anticipation of the 
First Liberty Loan were offered April 21, 1917, and of 
the amount received, ~?200,000,000 was given to Great 
Britain, and $125,000,000 to France and Italy,** for 
these countries greatly desired credit advances from 
the United States. 
It was difficult for the Secretary of the Treasury 
to estimate the amount of bonds to offer, but he de-
cided upon $2,000,000,000 as an amount sufficient to 
meet our own needs, and to satisfy the demands of 
foreign governments • 
* Hollander: War Borrowing ---page 77 
** Hollander: War Borrowing ---page 77 
• 
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The Liberty Loan undertaking was an enormous one. 
Much was done to make the bonds appe~l to the public, 
even the names "Liberty" and "Victory" having a cer-
tain attraction. The Secretary of the Treasury, 
himself, William G. McAdoo, went to twenty-three 
cities, among them New York, Boston, Detroit, and 
Chicago in order to tell the people about the need 
of the Government for money, and also about the 
reasons for the war. Committees were appointed in 
different places, and vigorous campaigns were carried 
out. The American Bankers Association tendered its 
help, women's Liberty Loan committees were estab-
lished, newspapers and editorials came to the assis-
tance of the government, Boy Scouts were on hand to 
aid, experienced bond salesmen offered their help, 
and brokers and investment houses tendered their 
services free, both to the United St a tes Government 
and to the purchasers of the bonds. Secretary 
ricAdoo arranged it so that subscriptions could be 
accepted by banks, trust companies, bond houses, 
post-offices, express companies,and depart~ent 
stores. A great deal of publicity was given to the 
bond drive in an effort to reach as many people as 
possible. 
• 
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In the case of the First Liberty Loan, bonds were 
issued to the amount of $2,000,000,000. The bonds, 
bearing interest at 3f%, were subscribed for to the 
amount of $3,035,226,850, but the over-subscription 
was not accepted. The number of subscribers was 
judge :I to be 4,500,000 or about 4.24% of the citizens 
of this country. This meant a per capita of $28.63.* 
, These bonds were dated June 15, 1917, and were called 
fifteen-thirty-year gold bonds. ~hey were redeemable 
in 1932 and paysble in 1947. The bonds were exempt, 
principal and interest, fro m all taxes except estate 
and inheritance taxes, and could be converted into 
bonds, issued at a later date, having a higher rate of 
interest, provided such bonds were i ssued before the 
clos e of the war. Also Panama Canal bonds outstanding 
could be converted into these bonds, and $63,945,460 
of such bonds were converted. 
• In order to distribute such an enor'mous loan 
succes sfully, a good financial system was desirable. 
and the Federal Reserve System filled this need ex-
cellently. 
In the Federal Reserv~ Act, there was a provision 
that the Federal Reserve Banks could be the fiscal 
* Fisk: Our Public Debt - --page 76 
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agents of the government, if a sked to be by the Sec-
retary of the Treasury, and an order was given to this 
effect. 
According to the federal reserve system, the coun-
try was divided into twelve districts, and in each of 
these districts, a bank was organized as the head of all 
national and other member banks in that district. Every 
national bank was required to become a member of the system, 
and s tate banks and trust companies could do so if they 
wished. When the First Liberty Loan was floated, 7,581 
national banks, and 40 State banks and trust companies 
were members of the system.* 
~o carry out their part in the First Liberty Loan, 
each of the t welve banks appointed a cormnittee of five 
business men as members of a Liberty Loan committee, and 
sub-cormnittees were appointed in the larger cities ·and 
towns by these committees. 
The work of the Federal Reserve Banks was very great. 
In the first place, they received certificates of indebt-
edness, which were usually issued for 60 or 90 days, and 
di atributed these among their own member banks and other 
banks. Also the different banks took care of subscriptions 
and payments on ~iberty Bonds. But, in addition to all 
* Bogart: Direct and Indirect Costs of the Great World War page 163. 
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this, these banks also subscribed to bond s to a great 
extent. 
The two great needs of the Treasury about this time 
were those of the Allies, and those for our national de~ 
fense. The Allies' demands were $410,432,296 in May, 
$277,500,000 in June, $452,500,000 in July, and 
$478,000,000 in August. Our expenditures fose from 
$114,102,809 in May to $227,438,000 in August. In the 
first part of August, the balance in the Treasury had 
gone down to $300,000,000, and it needed to be replenished. 
This showed how injudicious the action of the "Preasury 
had been in ~efusing all of the over-subscription to the 
First Liberty Loan.* 
Later in 1917, another loan seemed necessary, and 
the Second Liberty Loan was inauturated. The act enabling 
the issue of this loan was passed September 24, 1917. 
The books of the loan were opened on October 1, 1917, 
and were closed on October 27. The amount offered was 
$3,000~0CO,OOO at an interest rate of 4%. The bonds were 
da ted November 15, 1917~ and were redeemable in 1927 
and payable in 1942. The bonds were exempt, principal and 
interest, from all taxation exqept estate or inheritance 
taxes, surtaxes and excess-profits and war-profits taxes, 
* Hollander: War Borrowing--page 82. 
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but the interest on bonds and certific~ tea issued under 
the act approved September 24, 1917, to an amount not 
more than $5000, was exempt from the surtaxes, excess-
profits and war-profit taxes. These bonds were not 
exempt as regards the details mentioned above because . 
it seemed unfair to allow the wealthy people to avoid 
taxation to a gre at extent, while, at the same time, 
the poorer holders of the Liberty Bonds were not at a 
like advantage. 
In this loan, the number of subscribers was about 
9,400,000 and the amount subscribed $4,617,532,300. 
However, only $3,808,766,150 was accepted, that is, 
only one-half of the oversubscription was taken. These 
bonds could be converted into any later bonds (exclusi~e 
of United st~tes Certificates of Indebtedness, War 
Savings Certificates, and other obligations which 
matured in not more than five years after their issue), 
with a higher rate of int~rest, issued before the end 
of the war. Not only was it permissible for all who 
wished to change their bonds in this way, but the 
Government desired that the privilege be exercised. 
The terms ·of payment under this loan were: 2% 
with the application~ 18% on November 15, 1917, 40% 
on December 15, 1917 and 40% on January 15, 1918 with 
21 
accrued interest on both deferred installments. 
To help in the floating of this loan, the Secretary 
of the Treasury again made a trip advocating the loan. 
He visited Cleveland, Butte, San Francisco, Los Angeles, 
Denver, Memphis and other cities. When the loan had 
been carried through, the Secretary in his report for 
1917 lauded the work of the bankers who had aided, the 
Liberty Loan organizations, Boy Scouts, Girl Scouts, 
newspapers and periodicals and e s pecially the soilders 
and sailors who not only gave their services, but also 
subscribed to the loan. 
The debt for the fiscal year ending June 30, 1917 
amounted to $3,128,597,610.52. Here wa s the first very 
great increase , for the debt was but $1,378,124,593.16 
in 1916, and this meant an increase of $1,750,473,017.36. 
The items showing an increase this year were: 
Conversion Bonds from $5,990,600. CO to $28,894,500.00 
One Year Treasury notes from $4,390,000.00 to 
$27,362,000.00 
Postal Savings Bonds from $8,245,100.00 1~to ;;pl0,039 ,760.00 
The new items entering into the debt were: 
Certificates of indebtednes s 
Certificates of indebtedness 
First Liberty Loan of 1917 
$61, 306,032.00 
211,561,100.00 
1,466,335,094.61 
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The debt had now risen over the three billion mark, 
and it was to go a gre ~ t deal higher in the coming years. 
In 1918, receipts amounted to ~4,174,010,585.74, 
while disbursements reached $8,966,532,266.03, an excess 
of disbursements over receipts amounting to $4,792,521,680.29. 
. . 
There was a decrease in customs receipts of :j?43,203,404.67 
and an increase in internal revenue of $2,886,677,27'7.08. 
Disbursements for the United ·states Shipping Board, for 
instance, increased from $14,958,468.98 to $862,026,889.34, 
an increase of $847,068,420.36, and for interest on the 
Public Debt from $24,742,129 .42 to $197,526,608.36, an 
increase of $172,784,478 ,94, this last increase probably 
being attributable mainly to the interest paid on the 
Liberty Bonds. 
The debt for this fiscal year increased greatly, it 
mounted from $3 ,128,597,610.52 to $12, 396,607,745.00, an 
increase of $9,268,010,134.48. 
Some of the increases and new items in this debt 
were as foL l ows. -
Certificates of indebtedness 
First Liberty Loan 
Second Liberty Loan 
Third Liberty Loan 
War Savings and thrift stamps 
June 30, 1917 June 30, 1918 
$272' 857,132.00 $ 1 t 706 '204, 500.00 
1,466, 335,094.61 l,9o8 ,791,294.62 
-------- 3 ,746,813,516.00 
-------- 3,228,109,638.47 
-------- 349,797,297.33 
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The Third Liberty Loan opened April 6, 1918 and 
closed May 4, 1918, the date of opening being just one 
year after the da te of the declaration of war in the 
United States. The reasons given for this loan were 
the condition of the Treasury and the fact that certi-
fic ates of indebtedness were nearing maturity. The 
question of the floating of this issue was a rather 
difficult one. The bond s which had already been iss~ed 
were below par in the market, and bond s other than 
Government bonds were yielding a greater return. It 
might be difficult to sell bonds of the new issue at 
par while the other Liberty Bonds were sell ing below 
par. Bankers generally advised the offer of 4i% · 
interest on the new issue, but the Treasury felt ' that 
this would serve to make the cost of the war greater, 
and would probably compel an increase in the intere .:; t 
r a te s in securities such as indus trials. Since the 
First and Second Liberty Bonds were convertible into 
bonds of this issue, a high interest rate would mean an 
increased expense, and, in addition, bond s of a suc-
ceeding issue would probably have to bear this rate of 
interest, and possibly a higher one. Thus, the bonds 
were offered at an interest rate of 4i%. 
r 
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Although only ~~3, 000,000,000 bonds were offered, 
$4 176,516,850_ was subscribed, all of which was accepted. 
Th1 se bonds were dated May 9, 1918, coming due September 
15 1928. The number of subscribers reached 18,376,815, 
or about one out of every six people in the United States.* 
Tht se bonds were ino.onverti ble and could not be called in 
be: ore maturity. T.hey could be received at par plus 
act rued interest to pay United States esta te or inheri-
tal ce taxes for the estate of one who had owned them for 
th1 six months previous to his death. These bonds were 
exEmpt, principal and interest, from taxation except (a) 
es· ate or inheritance taxes and (b) surtaxes, excess-
pre [its and war-profit taxes. 
The terms of payment were: 6% with the applica tion 
on ~ ray 4, 1918, 20% on Ww.y 28, 1918, 35% on June 18, 19~8 
anc _40% on August 15, 1918 (with accrued interest from 
ri~ay 9, 1918 on the three deferred installments). 
The Fourth Liberty Loan was also offered in this 
year, opening September 28 and closing October 19, the 
interest rate being 4t%. $6,992,927,100 was subscribed 
and accepted. 22,7 77,680 people, according to estimate, 
subscribed to this loan. In addition to the exemptions 
in the Second and 'f'hird Liberty Loans the interest on 
$30,000 of these bonds was exe mpt from surtaxes, excess- . 
profits and war-profits taxes for two years after the war. 
* Bogart: Direct and Indirect Costs of the War --page 169 
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The terms of payment on these bonds were: · lo% on 
application on or before October 19, 1918, 20% on 
November 21, 1918, 20% on December 19, 1918, 2o% on 
January 16, 1919, 30% on January 30, 1919 with accrued 
interest from October 24, 1918 on the four deferred 
installments. 
War Savings Stamps and Thrift Stamps were also 
used as means of borrowing money, to a great extent, 
from the small investors, who could not easily buy a 
Liberty Bond, for Liberty Bonds were not issued in de-
moninations of less than $50. In addition to aiding the 
Government by buying these stamps, investors might hlep 
themselves by instilling habits of thrift into themselves. 
War Savings Stamps were issued at prices ranging 
from $4.12 to $4.23--in December, 1917 and in January, 1918. 
The price was $4.12, and this price increased one cent 
at the beginning of each month. These :Jtamps, having 
a value of five dollars at the end of five years• time, 
were issued in two groups, one due January 1, 1923, and 
the other January i, 1924. The intere s t on these amounted 
to about 4% per annum compounded quarterly on the average 
cost of these stamps during the year 1918.* These stamps 
could be placed on War savings Certificates, which had 
places for twenty stamps. Money could be obtained for the 
stamps either at the Treasury Department in Washington, or at 
* Treasury Report, 1917--page 20. 
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any money order post-office. If they had not yet matured, 
they coul& be cashe j at any money-order pos t-office ten 
days after a written reque st wa s presented. 
Thrift stamps were sold for twenty-five cents ea ch, 
and did not bear interest. These thrift stamps could be 
placed on thrift cards, each card having places for $4.00 
worth of stamps. When the card was filled with stamps it 
could be turned in and a War-Savings stamp received for 
it, on the payment of the difference between the cost of 
a stamp at that particular time and $4.00. Over a 
billion dollars was spent on War-Savings and Thrift Stamps. 
In 1919, receipts were $4,647,603,862.46, while dis-
bursements mounted to $15, 366, 362,741.76. The excess of 
disbursements over receipts was $10,717,768,889.30. There 
was an increase in customs receipts of $669,636.07 and a 
decrease in income and excess-profits taxes of $238,237,159.44. 
The expenditures for Interest on the Public Debt rose :from 
$197,626,608.36 to $615,867, 337.32, an increase of 
$416,340,728.96. The greatest part of this increase probably 
went for the payment of interest on the four Liberty Loans, 
and possibly some interest had been paid on the Victory 
Notes, although these had not been offered until April. 
At the beginning of the Treasury Report for this year 
there was the following statement: nA large share of the 
cost of the war already has been paid for by taxes and 
the public debt is but a fraction of our national wealth, 
r 
• 
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our credit and financial structure is sound and secure." * 
Although the armistice was signed on November 11,1~18 
expenditures increased rather than diminished, because of 
the cost of cancelling war contracts, and of demobilizing 
the troops. 
In the beginning of the year, the need of a new loan 
was evident, in order to take care of the great expendi-
tures arising just after the armistice was signed. Because 
of this neej the Victory Loan was. issued, opening on 
April 21, 1919. In the case of this loan the people could 
not be appealed to on the basis of their desire to have 
the nnited States win the war, for the war was over. 
~any people probably did not realize that, although the 
war was over, large expenditures were belng made, and 
some, for this reason, might not think it their patriotic 
duty to subscribe to this loan. Furthermore, it was then 
a time when things were changing from a war to a peace 
basis, and conditions were not as settled as they might 
have been. Some people advised the floating of this loan 
on a purely business basis, but the Government had faith 
in the patriotism of the people and did not feel that the 
* Treasury Report 1919 ---page 1 
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people would fail to buy the notes. 
In the loans issued during the war, Secretary 
tlcAdoo had made the dates of maturity and of redemption 
over a period fro m 1927 to 1947. This left an opportu-
nity for the issue of short term loans, the proceeds of 
which could be used for the ITafter-the-war" expenditures. 
The Victory notes w~re short term convertible notes 
dated May 20, 1919, and were issued in two series, one 
at 4~, the other at 5!%. The difference between the 
two series was that the 4~% notes were exe~pt fro m all 
taxation except esta te or inheritance taxes, surtaxes, 
excess-profits and war-profits taxes, while the 3! % 
series were exempt from taxes excepting only estate or 
inheritance taxes. The date of maturity was May 20, 1923 , 
but they could be called for redemption in 1922. Interest 
was payable December 15, 1919, twice a year, on June 15 
and December 15 until maturity, and at maturity. 
The Secretary of the Treasury tried to make these 
notes as attractive as possible to insure their sale, 
and also so that the notes would have a good market after 
the loan was over. Furthermore, he wished to avoid making 
such terms as would act detrimentally upon the four issues 
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of Liberty Bonds. $4,500,000,000 of these notes were 
offered, and, while $5,249,908,300 was subscribed, the 
over-subscription was rejected. The number of subscri-
bers to these notes was about 12,000,000. 
The terms of payment were as follows: 10% with 
application on or before May 10, 10% on July 15, 20% 
on August 12, 20% on September 9, 20% on October 7, 
and 20% on November 11 with accrued interest on de-
ferred installments. 
The debt at the end of the fiscal year 1919 amounted 
to $25,635,013,444.12, an increase of $13,238,405,699.12 
over that of 1918. 
The following items were important in this debt: 
Certificates of Indebtedness $3,624,983,490.00 
First Liberty Loan 1,410,071,600.00 
Second Liberty Loan 704,204,350.00 
Second Liberty Loan converted 2,862,252,250.00 
Third Liberty Loan 3,958,552,700.00 
Fourth Liberty Loan 6,794,504,567.00 
Victory Liberty Loan 3,467,844,971.77 
At this point, let us consider something of the 
nature of the national debt in 1919. This debt may be 
divided into two parts (1) the old debt and (2) the 
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war debt.* The old debt included conversion bonds, 
circulation bonds, non-interest bearing debt {includ-
ing such items as debt which had matured, but had not 
been brought in for redemption, and old demand notes), 
and Postal Savings Bonds. The Postal Savings System 
was established by an act of Congress approved June 
25, 1910. At the end of the fiscal year 1918, there 
were 6,678 postal-savings "dapositories", having 
deposits of $148,471,499 with 612,188 depositors.** 
Depositors may change their savings into bonds of 
denominations of $20, $100, or $500. 
The War debt included certificates of indebtedness 
{issued for temporary financin~, Liberty Bonds, Victory 
notes, War Savings St amps and Thrift Stamps. 
Our debt at this time was very great, but, never-
theless, our condition was much better than that of 
other countries. This was due partly to the fact that 
we were in the war for a comparatively short time, and 
partly to the fact that our country is a wealthy one. 
In 1919, our estimated wealth was about $300,000, 000,000 
so that the debt which was about $25,000,000,000 at the 
end of the fiscal ye ar, June 30, 1919, was only about 
8% of the wealth. The Sinking Fund, which will be 
*Fisk: 
**Fisk: 
Our Public Debt ----page 71 
Our Public Debt ----page 73 
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discussed later, would, according to estimate, t a ke care 
of the payment of this debt in twenty-five ye ars.* 
Other countries were not in such a fortunate con-
aition as we were in this regard. Following is a table 
which gives a comparison of the debt and national wealth 
of s ~me countries, together with their interest charges 
and their income: 
Debt and Interest Charge Compared with Estima ted 
Wealth and Income of the Princi~~l Belli-
gerents in the Late War. ·' 
Approximate status as of April 1, 1919 
Debt 
Nation 
% 
Income Debt Wealth Wealth Interest 
United States $24 $~00 8.oo $1.000 $60.0 
Great Britain 36 120 30.00 1.575 15.5 
France 36 90 40.00 1.800 12.0 
Italy 12.6 40 31.50 .548 7.5 
Germany 39 80 48.75 1.950 10.0 
(Debt, wealth, interest, and inc ome in billions.) 
Interest 
% 
I;Q.wome 
1.66 
10.16 
15.00 
7.ZO 
19!50 
By the act of March 3, 1919, a Sinking Fund plan was 
... adopted for the fiscal year beginning July 1, 1920. A certain 
amount of money was to be put aside that fiscal ye.ar and .. each 
*Fisk: Our Public Debt--pages 63 and 64. 
**Fisk: Our Public Debt--page 67, 
Y · 
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~ succeeding fiscal year until the debt had been paid. 
The amount to be set as ide was as follows : the sum of 
"(1) 2t percentum of the aggregate amount of such bonds 
and notes outstanding on July 1, 1920, less an amount 
equal to the par amount of any obligations of foreign 
governments held by the United St a tes on July 1, 1920, 
and (2) the interest which would have been payable 
during the fiscal year for which the appropriation is 
made on the bonds and notes purchased, redeemed, or 
paid out of the sinking fund during such year or in 
previous years." * 
In 1920, when the amount was reckoned, these 
figures resulted: 
Aggregate amount of Liberty Bonds and 
Victory Notes outstanding July 1, 1920 $19,581,201 ,450.00 
Less amount of obligations of foreign 
governments held by the United States ~445,006,855.18 
10,136,194,594.82 
2~ of which is 205,404,864.87 
The net available receipts for 1920 were 
$6,704,414,437.63 over against which are disbursements 
of $6,141,745,240.08, an excess of receipts over dis-
bursements of $562,669,197.55. The following table 
will give an idea of the change in expenditures due, 
·probably, to t he cessation of the war, and of the decrease 
* Treasury Report 1919 ---page 84 
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in the expenses of departments connected with this phase of 
our national life. The diversion of money into peace 
channels is shown also: 
1919 
War Department proper $ 20,162,504.50 
Military Establishment proper 9,208,524,279.29 
Naval Establishment proper 2,009,272,388,53 
Department of Agriculture 36,888,371.28 
United States Shipping Board 1,871,201,577.51 
1920 
8,734,269.52 
1,027,225,248.01 
629,893,115.87 ' 
66,611,066.69 
469,094,549.35 
Interest on Public Debt 615,867,337.32 1,024,024,440.02 
Department of Commerce 15,668,534.14 35,765,045.92 
Thes& figures show the decrease in war expenditures 
and when we consider that, in this year, our revenue from 
customs increased from $183,428,624.78 to $323,536,559.25, 
or $140,107,934.47, and, also receipts from income and 
excess-profits taxes increased from $2,600,762,734.84 to 
$3,956,701,374.72, or $1,355,938,639.88. 
The public debt in 1920 amounte~ to $24,297,918,411.53, 
a decrease of $1,337,095,032.59 over that of 1919. A decrease 
from $3,624,983,490 to ~p2,768,925,500 was shown in the item 
certificates of indebtedness, and a decrease from 
$3,958,552,700 to $3 ,662,715,800 in the Third Liberty Loan 
item. 
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In 1921, the receipts were lower than those of the previous 
year. They amounted to $5,584,517,045.23, a decrease of 
$15,511,467,08 being shown in customs receipts, and a de-
crease of $728,798,329.85 in receipts from income and excess-
profits taxes. Revenues from the sale of war supplies 
amounted to $183,692,848,69 and this helped somewhat to 
pay off the debt. Disbursements were likewise smaller than 
those of 1920, some of the items showing decreases being 
Military Establishment proper, which decreased from 
$1,027,225,248.01 to $472,064,272.77, a decrease of 
$555,160,975.24, and Interest on the Public Debt, which 
went from $1,024,024,440.02 to $996,676,803.75, a decrease 
of $27,347,636.27. 
The public debt in this year was $23,976,250,608.40, a 
decrease over 1920 of $321,667,803.13, but the debt still 
remained high in compari s on, let us say, with the debt of 
1915, when it was but $1,344,241,104.16. It had increased 
about twenty-three times since 1915. 
The following table shows some items of the debt in 
1920 and in 1921: 
35 
June 30, 1920 June 30, 1921 
First Liberty Loan $1,952,458,800.00 $1,952,258,800.00 
Second Liberty Loan 3,325,307,000.00 3,316,536,550.00 
Third Liberty Loan 3,662,715,800.00 3,611,560,300.00 
Fourth Liberty Loan 6,394,361,813.00 6,354,860,350.0C 
Victory Liberty Loan 4,246,380,530.00 3,913,780,350.00 
War savings and 
Thrift Stamps 827,419,021.36 694,105,410.37 
In 1922 receipts decreased to $4,103,596,531.04, and 
expenditures went down to $3,782,549,316.64, receipts 
exceeding expenditures by $321,047,216.40. Customs receipts 
increased $49,519.610.23, or from $308,025,102.17 to 
$357,544,712.40, while receipts from income and excess-
profits taxes decreased $1,141,219,208.90, or from 
~3,228,137,673.75 to $2,086,918,464.85. Receipts from 
the sale of war supplies were $89,321,255.06. Expenditures 
in the item Military Establishment proper decreased 
$143,013,376.32 and the item Interest on Public Debt 
decreased $7,191,393.82. 
An important undertaking during this fiscal year was 
that of refunding the short term debt. On June 30, 1921, 
there was a debt of over $7,000,000,000 to come due within 
two years. $4,000,000,000 Victory notes would be due 
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!.~y 20, 1923, almost $2,500,000,000 certificates of in-
debtedness would mature, and about ~650,000,000 would be 
due on War-Savings Stamps on January l, 1923. It would 
not be possible to pay all of this debt, so that some of 
it would have to be refunded. 
One method of refunding was that of the issue of 
Treasury notes. These notes were so arranged so as to 
become due at various times between May 20, 1923, when 
the Victory notes matured, and September 25, 1928, 
when the Third Liberty Loan came due. These notes 
were offered first on June 15, 1921 and the issue was 
over-subscribed. Betwe en that time and the time of the 
· making of the annual Treasury Report, June 30, 1922, five 
. 
other offerings had been made and the reply had been 
generous. 
~here was also offered about $500,000,000 4i% twenty-
five ~ thirty year bonds, . dated October 16, 1922 and 
coming due October 15, 1952, and redeemable at par, if 
the Government wished to redeem them, on and after 
October 16, 1941. These are called Treasury Bonds of 
1947-52. No amount more than $10,000 was allowed to one 
person. In the case of persons subscribing for more than 
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this amount, only a portion of the subscription was 
accepted. 
This provided a chance for holders of Victory notes 
to change these short term securit~es into long-term 
bonds. The receipts from the sale of these bonds were 
very helpful in paying off such certificates and notes 
a s were due December 15, 1923 . 
Theae bonds in denominations of $100 and upward, 
were not convertible, but were exempt, principal and 
interest, from taxes excepting inheritance or estate 
t~xes, surtaxes, excess-profits and war-profits taxes. 
On June 30, 1921, there were $3,913,860,350 of 
Victory Liberty notes outstanding, and since they would 
mature May 20, 1923, the question of refunding them was 
an important one, for this amount was too large to be 
taken care of all at once. The Government was therefore, 
desirous of having these bonds come in for redemption in 
such a way that they would not all be presented for 
redemption at once. To some degree, this matter was 
taken care of by purchase of these bonds for the sinking 
fund, and by the exchanging of Treasury notes for the 
Victory notes. 
~· 
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According to the terms of the issue of Victory notes, 
they were redeemable in 1922, so the Secretar~,r of the 
Treasury, on February 9, 1922, called in the notes of the 
3%% series, to be redeemed June 15, 1922, or prior to 
that date, if the holders so desired. Victory notes, 
iri coupon form, were acceptable at par plus accrued int-
erest in paying the income and profits taxes payable 
:March 15, 1922. Later they were made acceptable for 
taxes payable June 15, and then, the 4!% notes could 
be used to pay the September 15 and December 15 taxes. 
In these ways the amount of Victory notes out-
standing was reduced, in fact, all of the 3!% series had 
been redeemed by June 30, 1922, and the amount of 4!% 
notes outstanding had been reduced to $1,658,000,000 by 
October 2·1, 1922. $753,000,000 of this amount was 
called for redemption on December 15, 1922, and only 
$38,000,000 remained outstanding by June 30, 1923, this 
amount being included in the non-interest-bearing debt, 
i.e., debt which bad matured but the bonds for which 
had not yet been presented for payment. 
Thus, through the refunding of the short-term debt, 
it bas been brought about that there is a debt with 
dates of maturity covering a period of about five or 
six years. These debts fall due on the dates of the 
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quarterly tax payments, so that any revenue at this time 
which is available for such use may be appliea to the pay-
ment of these aebts. Then, too, the debts come due in such 
. amounts as are small enough to be handled by the Govern-
ment. 
The public debt figures on June 30, 1922 was 
$22,964,079,190.58. This included the following items: 
First Liberty Loan 
Second Liberty Loan 
Third Liberty Loan 
Fourth Liberty Loan 
Victory Liberty Loan 
War-Savings Certificates 
$1,951,843,750.00 
3,310,597,050.00 
3,473,786,000.00 
6,345,383,750.00 
1,991,183,400.00 
679,015,317.45 
We may judge something of the refunaing work when 
we consider that the amount of Victory Notes here out-
standing was $1,991,183,400, as against :~ ,913,780,350 
in 1921. 
In the year 1923, receipts were $4,013,402,418.50, 
showing a decrease over 1922 of $90,194,112.54. This 
decrease was probably aue to the fact that taxes collected 
during the war were either repealed or lowered when war 
time needs did not exist. The amount received this year 
from sale of war supplies was $77,931,236.95. Expenses 
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chargeable against ordinary receipts equalled 
$3,696,208.939.18, so that receipts exceeded expenditures 
by $317,193,479.32. 
The public debt amounted to $22,349,687,757.84, a 
somewhat lower figure than that of 1922. In this year's 
Treasury Report. it was said that the debt had been 
reduced since June 30, 1920 due to great economy and 
the use of business principles in the finances of the 
Government. 
In this debt the new item of Treasury Bonds of 1947-
1952 appears, Victory Notes do not appear except as a 
part of the debt on which interest had ceased, and the 
amount of War-Savings Certificates had decreased from 
$679,015,317.45 to $337,198,674.03 (for one group of 
these certificates had matured January 1, 1923 ). 
Since one series of War-Savings Certificates matured 
January 1, 1923, the Treasury had announced that beginning 
November 15, 1922, these certificates would be exchange-
able for Treasury Savings Certificates. By an offering of 
notes and Certifica tes on December 15, the Treasury pro-
vided itself with funds to meet the demands of such War-
Savings Certificates as would be presented for redemption. 
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War-Savings Certificates of a maturity value of about 
~~38,000,000 were outstanding November 15, 1922. Of this 
amount about $500,000,000 were redeemed prior .to January 
31, 192Z' , including about $65,000,000 exchange d for Treas-
ury Savings Certificates. 
The United states has managed to survive the trouble-
some war period and the years after the war. Great credit 
in the operation of finances should be given to the 
Secretaries of the Treasury who served during this time. 
Secretary McAdoo held the reins of office at a time when 
the question of finance was of tremendous importance, and 
for his work in the floating of the Liberty Loans I think 
he should be lauded. In all probability it must have been 
been a very difficult proposition to judge just what 
amount of bonds ought to be offered, and just what terms 
would be acceptable to the public, and yet not be burden-
some to the Government. Then as regards the work of 
Secretary Mellon; the work of refunding the loans, it 
seems to me, was no easy task, and it was a task which 
was of tremendous importance during his administration 
of the Treasury. When Mellon came into office, there was 
a floating debt of from $2,700,000,000 to $3 ,000,000,000 
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which was not funded. In a year and a half ~~3, 000,000,000 
* of unfunde d debt was funded by short•term debts. This was 
good financing, for the unfunded indebtedness had tied up 
credit, and, accoriing to the opinion of some, caused un-
employment. 
Let us now look at the Liberty Bonds after the war. 
In 1920, the Liberty Bonds were below par, and the prices 
fluctuated greatly. This is accounted for by the fact tha t 
credit and capital were in a poor condition, and also tha t 
so me people who had bought these bond s during the war now 
sold them, either bec~use of necessity, or because they 
did ·not wish to save; furthermore, some enemies of the 
United s tates sold bonds in order, if possible, to hurt 
the credit of the Government. In July, 1922, all issues 
had gone as high as par. These better conditions were due 
to the lower interest rates and lower prices. In 1923 , the 
condition of the bonds was about the same, and they were 
more stable. · Even the low point (between January 15 and 
November 15) was as high as about 97. 
A subject which is allied to the question of our public 
debt is that of the money owed us by other nations. Because 
of our great natural resources and prosperity, we were able 
to advance loans to other countries at times when their oon-
*speech of Hon. Simeon D, Fess, March 31, 192'4. 
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ditions were bad. Now, when the war is over, it is but 
natural that we should like to have this money repaid. 
As a matter of fact, the repayment of these loans would 
give us money with which to reduce our public debt. But, 
instead of insisting blindly on the immediate payment of 
these loans, we should consider the question thought-
fully and intelligently. Some of the countries which owe 
us money are in very poor circumstances, a nd it seems 
that any one of them would find it difficult, if not 
impossible, to repa~r the money we have loaned them. 
Great Britain and Finland, in 1924, were the only 
nations who se emed at all anxious about the .payment of 
their debts to us. The World War Foreign Debt Commission, 
which will be spoken of later, was opposed to the cancel-
lation of foreign debts, feeling that tbe money belonged 
to the people of the United States. This Commission 
wished the foreign debts to be funded. · 
The following table shows the amount of money owed 
us according to the Treasury Report of 1923: 
Armenia 
Austria 
Belgium 
Czechoslovakia 
Esthonia 
Finland 
France 
Grea t Britain 
Greece 
Hungary 
Italy 
La t via 
Liber i a 
Lithuania 
Nicaragua 
Poland 
Roumania 
Russia 
Yugosla via 
TOTAL 
$14 ,263,196.43 
28,385,736.54 
454,463,172,96 
110,905,724.02 
16,788,728.55 
9,000,000.00 
3,990,66~,605.64 
4,600,000~00~00 
16,500,000.00 
1,989,286,03 
2,015;079,396.89 
6,032,478. 36 
30,818.85 
5,977,953.63 
175 ~ · 590. 28 
182,471,303.85 
43,799~024.04 
241,903,072,43 
61,587,156.50 
$11, 800,010,245.00 
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According to an act approved February 9, 1922, there 
was establishe:i the World War For eign Debt Commission, 
for refunding or converting the foreign debt, and for other 
purposes. This Commission originally had five members, the 
Secreta ry of the Treasury as ch~ irman, and four others ap-
pointe:i by the President, by ~nd with the advice and consent 
of t he 3enate. The members were Secretary of t he Treasury 
!!:ellon, :3ecreta ry of ,-":l t a te Charles Hughes, Secretary of 
Commerce Herb ert Hoover, Senator Reed Smoot, and Theodore 
Burton, memb er of the Hous e of Representatives. This wa s 
amended by an act approved February 28, 1923, so that there 
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would be eight members, seven of whom would be appointed 
by the President. Only four of these appointed members 
could be of the same political party. 
On January 8, 1923, the Right Hon. Stanley Baldwin, 
Chancellor of the Exchequer, snd Mr. Montagu c. Norman, 
Governor of the Bank of England, c ::t me before the Com-
mission in reference to the funding of the British debt. 
Meetings were held on January 10, 11, 12, 14, 16, and 
18, 1923, but they came to no agreement, and the two men 
returned to ~ngland. On I!,ebruary 1, 1923, the British 
Ambass ador at Washington came before the Commission, 
reporting that his Government would agree, in principle, 
to the proposal of the Commission. On February 3, 1923, 
the Commission reported the proposal to the President, 
who, on February 7, 1923, in his address to Congress~ 
recommended acceptance. Congress authorized the settle-
ment of the debt according to these ter~~ by an act ap-
pr oved February 28, 1923. 
Great Britain made a formal proposal to the United. 
States, which was received June 19, 1923. The formal 
acceptance of the United States wa s then given to the 
British Embassy at Wa shington. 
The terms for the payment of the debt were as follows: 
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The total amount of the debt for Which bonds were to 
be issued to the United States was $4,600,000,000. 
The money on the principal of the bonds was to be 
paid to the United States yearly, in ·certain definite 
amounts, as agreed upon. The first year $2!3,000;000 
was the amount, and each ye a r the installment increases, 
until, in sixty-two yeara 9 the installment will have 
reached $175,000,000, and the debt will be cancelled. 
The interest on the unpaid debt is as follows: 
!3% annual interest, payable semi-annually on December 
15 , and June 15, from December 15, 1922 to December 
15, 1932. After that, the annual interest will be 
!3t% until the debt is liquidated. 
If all countries were ~illing to fund their debts, 
even over a very long period, as England has done, I think 
t he United States Government would be willing to make 
very good terms for payment, for we should realize that 
if the nations have not the abLiity to pay, it is 
usele.ss to insist upon immediate settlement. But, at 
least, it is not too much to expect tha t they show a 
willingness to come to an agreement, and to try to pay 
off at least a part of their debts. 
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Our payment of national debt has always been ex-
cellent, and something to which we can point with 
pride. It is due, in part, to our natura l resources, 
but there is probably another element whi ~h enters 
into it, our attachment to honesty and fair-dealing. 
Our record of never having repudiated our nationa l debt, 
since the Government was founded in 1789, is one of 
which we may be proud. 
Since we have always been so prompt in the payment 
of our national indebtedness, it looks as though our 
debt, while it is a large one, will be satisfactorily 
taken care of, and that as soon as is feasible, we shall 
come. to a time when the debt does not a ssume such enor-
mous proportions. 
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Great undertakings by governments can hardly be carried 
on without resort to borrowing ; hence, nat ional debts arise. 
The national debt of the United States began with t he indebt-
edness incurred in the Revolutionary War; in 1789, t he new 
Gove rnm~nt took over from the Confederati on a debt of about 
eighty millions. The Civil War caused a great increas e in 
the debt; in August, 1865, it ha d reached $2,756,431,570. 
From the . day we entered the World V!ar, our expenditures 
increased rapidly, and, in 1917, the debt was $3, 128,597,610.52. 
Borrowing was resorted to : five Liberty Loans were floated, 
and War-Savings Stamps and Thrift Stamps were issued. We 
contracted a large debt during the war, but our nationa l wealth 
was so great that we were not in as serious a condition as were 
some nations. A sink i ng fund plan wa s adopted by the act of 
Jtilarch 3, 1919, to take care of the debt. 
In 1922, steps were taken for the refunding of the short-
term debt, as it was impossible to pay all of the debt which 
was maturing within a short time. 
The que s tion of the money owed to us by other nations is 
important. Great Britain has made a settlement as to the terms 
of payment, and it would be well if all our debtor nations made 
some effort to pay the debt or to arrange terms for its payment. 
In conclusion, it may be said that out promptness in the 
payment of our publi c debt in the past will probably be con-
tinued in the case of the great debt incurred in the war. 
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